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1 Introduction

Labour migration is an important but sensitive issue in most European countries. Advocates of

migration view the free movement of labour as a natural outcome of the globalisation process

and the integration of European markets.2 Migration is also seen as a possible answer to the ag-

ing of the Western European population.3 Critics of migration point to the difficulties that mi-

grants experience in integrating in many European countries, to the resistance of local

populations against growing cultural diversity. They also fear for the job competition of foreign

low-wage workers, in particular for low-skilled jobs. Finally, the burden on the social security

system of unlimited migration is often mentioned as a major threat.4

The enlargement of the EU to New Member States (NMS) puts the migration debate to the fore-

front of the policy agenda again. Accession to the EU implies the lifting of the barriers to the free

flow of labour after a transition period that is restricted in time. It remains to be seen whether the

enlargement will trigger the massive labour movements that some fear or will instead produce

the moderate and temporary labour adjustments that most economic models predict.5

What seems to be clear but is not emphasized in most discussions is that the reality will differ

from country from country and even between regions within a specific country. This is partially
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the result of different supply and demand conditions in national and regional labour markets.

Equally important is the diversity of legal systems, a factor that receives scant attention in most

economic studies.

For this reason, case studies for particular countries and regions help to complement the more

formal modelling and econometric research. This paper takes a brief look at the Belgian case,

with a specific emphasis on the Flemish region, which accounts for approximately two-thirds of

Belgian economic activity. The Flemish case is interesting because it highlights the interaction be-

tween the regional and the federal authorities within the context of the European Union, and

draws attention to the related challenges and opportunities.

This paper is structured as follows. After this introduction we discuss the legal framework in

Belgium and Flanders for migrants that originate from the NMS and Candidate Countries. Sub-

sequently, we take an economic perspective by focusing on demand and supply factors that un-

derlie the decision to migrate. This is followed by some recent numbers on the flow of workers

from the NMS into Belgium and Flanders. Subsequently we briefly present the results of a sur-

vey of Belgian and Flemish enterprises concerning the current and future employment of East-

ern European workers. The last section concludes.

2 Legal framework

2.1 ■ ■ The transition period

As of the 1st of May 2004, the main European legal framework that regulates the free movement

of labourers of the NMS is the Accession Treaty. This Accession Treaty specifies for each of the

NMS, except Cyprus and Malta, that the governments of the incumbent EU-15 member states

can install a transition period of 2-3-2 years during which restrictions on the free movement of

labour can be invoked. For the Candidate Countries – Bulgaria, Romania, Croatia and Turkey –

the bilateral treaties between these countries and the individual EU-15 countries prevail. In the

event that no bilateral treaties have been made, the same labour immigration rules are applied as

to the rest of the world, meaning non-EU and non-EFTA countries.6

Virtually all but three EU-15 countries imposed restrictions during the first two years of the tran-

sition period. Belgium opted to impose labour mobility restrictions as well. In May 2006, Bel-
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gium and its regional governments need to decide whether to prolong the current restrictions or

not. The Accession Treaty specifies that the restrictions can be extended for another 3 years and

subsequently by 2 years in the event a substantial disruption of the local labour market is ob-

served. If the restrictions are not prolonged, the Community legislation concerning the free

movement of labour will automatically apply. This means that subjects from the NMS will be

able to travel to Flanders, Belgium and the other EU-15 countries for reasons of finding a job,

provided that within a specific period, means of subsistence and social security have been ob-

tained.7 These regulations currently apply to citizens of the EU-15, (for example, Italian, Greek or

Dutch citizens coming to Belgium), and also to citizens of the EFTA countries.

In Belgium’s federal government structure the labour and social security laws are determined at

the federal level.8 However, the execution with respect to issuing labour permits has been de-

volved to the regional authorities. Subsequently, the (Belgian) employer and potential NMS em-

ployee have to address their case to the regional authority where the employer is located. A

labour permit that has been issued in one region is also valid for the two other regions: Brussels

and Wallonia.

The Federal Council of Ministers of 12 March 2004 prolonged the existing limitations on labour

migration from the NMS for 2 years. Consequently any potential employee from the new mem-

ber states can only legally come to Flanders and Belgium after having obtained a labour permit

and a document that entitles him/her to obtain a temporary residence permit for the duration of

the labour card.

2.2 ■ ■ The transition period in neighbouring countries

While the previous section is mainly concentrated on Belgium and Flanders, it is interesting to

present briefly the policy reactions in neighbouring countries. The most important country in

this respect is undoubtedly Germany. It is the biggest economy in the EU-25, generating more

than 20% of the New Europe’s GDP. Furthermore, it neighbours the Eastern European new

member states. More than 60% of the migrants in the EU-15 coming from the Eastern European

NMS and candidate countries reside in Germany (see Brücker et al. 2003). During the transition

period Germany requires labour permits for workers from the East European NMS. The proce-

dure is similar to that in Belgium and Flanders. In general a worker permit will be issued when
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an examination of the labour market shows that no job seekers are available, except for certain

cases. The only difference with Belgium and Flanders is that as of the 1st of May 2004 Germany

also poses restrictions on labour migration within the framework of services for construction,

interior decorating and industrial cleaning.

France and the Netherlands imposed restrictions on labour movement from the NMS that are

very similar to those of Belgium. The Netherlands installed a shorter and simplified procedure

for certain critical professions that were in short supply in the local labour market. These are, for

example, international lorry drivers, sailors, nurses, medical personnel specialised in radiother-

apy and radio diagnostics, and butchers.

Ireland, Sweden and the United Kingdom do not impose restrictions on labour immigration

from the NMS. All the other EU-15 countries do. The U.K. only requires registration of the NMS

workers in the Worker Registration Scheme within 1 month of starting the job, without further

restrictions, for example, at the sector, profession, and educational levels. After having worked

for one for one full year on a legal basis, registration is no longer needed and the employee is en-

titled to request a permanent residence permit. The Home Office indicates that after one year the

employee has ‘full free movement rights’.

In the case of Ireland, candidate employees are allowed to enter the country with the sole pur-

pose of finding a job. Note that in Belgium and other countries with a restrictive labour transition

period, this is not allowed. In this respect Ireland grants the same rights to the NMS job seekers

as to those of the EU-15 countries. Basically the only restriction is that the immigrant is not enti-

tled to any social security benefits or any other government support during the period of job

search. This implies that potential labour immigrants need to finance their stay in Ireland them-

selves. Given the high cost of living, especially in Dublin, this is an important barrier.

The Swedish parliament decided not to impose any restrictions for job seekers coming from the

NMS. The same conditions apply as for subjects of the EU-15. The difference compared to Ire-

land, however, is that job seekers from the NMS are entitled to support from official labour of-

fices and that they can be registered as job seekers.
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2.3 ■ ■ Type B labour permit and labour immigration from the New Member
States and Candidate Countries

Having documented the international context, we will briefly present the Belgian and Flemish

system of labour cards. In practice there are three types of labour permits, only one of which is

relevant within the context of the EU enlargement and labour migration, namely type B. Type B

labour permits are granted to the employee on the base of an employment authorisation to be

obtained by the employer at the regional authorities where his/her firm is located. The permit is

only valid for one particular job and has a maximum duration of 12 months. Every new labour

contract requires a new permit.

With respect to issuing a type B labour permit, a distinction has been made according to the de-

gree of education, profession and income position. The first group can be roughly described as

persons with a high education and/or high income. The second group consists of all other cate-

gories. The term higher education implies that the candidate employee has a university degree

or equivalent and a yearly income of at least 31,073 Euro (January 2003 numbers). Guest profes-

sors and researchers are also part of the first group.9 Another category of labour immigrants that

are included in the first group are people in leading positions. These are typically CEOs, busi-

ness leaders, directors and managers. Here the income threshold is 51,842 Euro.10 For researchers

and guest professors, the income threshold is the equivalent for similar positions in the host re-

gion. Professional sportsmen and sportswomen are also included in the first group.

For candidate employees from the NMS who can be classified in the first group it is fairly easy to

obtain a type B labour permit. The Flemish labour administration aims to deliver this permit,

which is free of charge, within two weeks. According to an international comparative study by

Laga and Philippe, 2003, the duration for this category of labour immigrants is about one month,

and is among the fastest and cheapest in the EU. Total costs for the employer have been esti-

mated to be around 750 to 1000 Euros. The authors identify the factors that determine the timing

of the delivery and processing as: 1) the preparation of the dossier, and 2) the efficiency of the

processing by the Flemish labour administration.

Since obtaining a type B labour permit does not present any significant hurdles for the high edu-

cation and high income group, it can therefore be expected that lifting the restrictions on labour

migration after May 2006 will bring only minor changes for this group of labour immigrants. For
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the other category, however, the picture is totally different, and the effects might be very

different as well.

Since the 1st of May 2004, a type B labour permit will only be issued to potential labour immi-

grants from the Eastern European NMS when it can be shown that no suitable candidate can be

found on the Flemish labour market. This practically implies that the employer who wants to

hire an Eastern European employee from the NMS first has to post a vacancy notice at the Flem-

ish Employment Service (VDAB). Subsequently the VDAB investigates whether or not a suitable

candidate can be found. This investigation may last up to two months. Only when no suitable

candidate has been found can a type B labour permit be granted. The employer has the possibil-

ity to dispute the administrative decision and lodge an appeal with a higher court. Compared to

the procedure that is used with the high education/high income group, the duration of this pro-

cedure is considerably longer and more expensive. The timing and costs for the employer are ba-

sically determined by: 1) whether or not a vacancy has been posted, 2) the careful preparation of

the dossier and 3) the response time in higher appeal.

For the Candidate Countries, such as Bulgaria and Romania, the situation is even more difficult

and is basically the same as the situation of the NMS before the EU enlargement. In principle, a

request for employing a citizen of these countries that cannot be classified under the first group

(high education/high income) will be rejected. Only in appeal will a labour market investigation

be done. And when no suitable candidate is found – either in Flanders or in the EU-25 or EFTA

countries, or in countries that have a bilateral agreement with Belgium – then a labour permit

may be granted.11 Therefore it is virtually impossible to have labour immigration from these

countries other than that of the high education/ high income group.

In order to complete the legal picture it is necessary to add that not every foreigner who wants to

work in Flanders needs a labour permit. Obviously the subjects of the EU-15 and of the EFTA do

not need a labour permit, nor their spouses and children. In addition, people from Eastern Euro-

pean NMS and Candidate Countries who are married to a Belgian, diplomatic personnel and

personnel from international institutions, political refugees, students, journalists and sportsmen

who stay for a short period, and sales representatives and drivers of foreign firms do not need a

labour permit.
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Looking at this set of legal restrictions, we see that Belgium and Flanders take a rather defensive

stance against workers from the NMS. Only the well educated or higher income migrants re-

ceive a warmer welcome.

2.4 ■ ■ Labour migration and the free market for services

While the EU Accession Treaty is especially focussed on employees, economically and institu-

tionally speaking it does not cover the complete range of labour supply. Given the free internal

market for services, the activities of self-employed workers from abroad and services of foreign

companies do have an effect on the local job market that is not always easy to express in terms of

statistics. Neither is this matter captured in simulations of the expected labour migration due to

the EU enlargement. With respect to self-employed workers, the EU Accession Treaty is not ex-

plicit and it implicitly assumes that there are similarities with employees. This is not always the

case, however, which implies that one has to refer to actual cases to resolve the problem.12

Flemish jobs cannot only be filled by foreign employees, but also by foreign self-employed who

have been registered in Belgium within the framework of the free market of services. Since 1994

a number of association agreements have been made with Eastern European countries which en-

title their citizens to register in Belgium as self-employed or to start up a company. This implies

that it is legally possible to provide labour services by subjects, for example, from Bulgaria and

Romania who are registered as self-employed in Belgium.

Within the framework of the free market of services, self-employed and foreign companies that

are registered in another EU country are also entitled to deliver services on the Flemish market.

Not only the self-employed, but also his employees are entitled to provide labour services in an-

other EU country. In this respect two decisions of the European Court of Justice (ECJ) are impor-

tant: the one in the case Rush Portuguesa (27 March 1990) and the other in the case of Vander

Elst (9 August 1994). The Rome Convention of 19 June 1980 states that posted workers should

have the protection of the laws of the host country. In Rush Portuguesa the ECJ stated that

“Community law does not preclude Member States from extending their legislation, or collective

labour agreements entered into by both sides of industry, to any person who is employed, even

temporarily, within their territory...” (ECR I-1417). Foreign companies can bring in their own

workforce to render the service, provided they apply the same labour standards. What is meant

by ‘their own workforce’? These are employees on a regular payroll. The decision in Vander Elst

made it clear that ‘persons on a regular payroll’ may also include employees from outside the
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EU, provided that they have been employed legally in the company. This means that, legally

speaking, it is possible for a Polish firm to provide a service on the Flemish market, bringing in

its own labour force, both Polish and, for example, Ukrainian employees that have been legally

employed in the company, provided that Belgian labour standards are applied. Because of the

nature of their particular activities, this matter has been important in a number of sectors, such

as construction, transport, telecommunications, repairs, entertainment, maintenance and

servicing.13

It is essential to see that labour standards cover minimum pay and overtime rates, as well as

health, safety and hygiene at work, but not social security related issues. A self-employed person

who has been registered in another EU country with a more favourable, say cheaper, social secu-

rity system therefore enjoys a cost advantage compared to his/her locally registered colleagues,

at least under ceteris paribus conditions. The same applies for companies. Another cost advan-

tage might be generated if only minimum wages are paid to the foreign employees where other-

wise higher wages would have been paid to Belgian or Flemish employees.

2.5 ■ ■ The Bolkestein Directive

On the 13th of January 2004 the European Commission proposed a directive on services aimed at

creating ‘a real Internal Market in services’. This proposed directive became known as the

Bolkestein Directive, named after the Internal Market Commissioner Frits Bolkestein. The Direc-

tive aims to establish a general framework that promotes cross-border service activities, espe-

cially for SME’s, and as such will contribute to developing business opportunities and ultimately

to job creation. It is also aimed at reducing the administrative burden.14 The Directive covers ser-

vices provided to consumers and businesses, except services that are directly provided by public

authorities for free, such as education, cultural and social services, legal obligations, and services

for which a specific EU law already exists, such as financial services, telecommunications and

transport (see EC, 2004a, p. 2). The Directive covers, for example, retailing, construction, travel

agencies and tour operators, advertising, employment agencies and audiovisual services, as well

as services limited to people with specific professional qualifications that have been regulated,

such as legal and fiscal advice, and the services of doctors and dentists. The proposal is expected

to take full effect by 2010 (see EC, 2004c, p. 4).
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The proposal has generated an intense debate in policy circles and lobby groups across the EU-

25. The acceptance of the proposal would extend and promote the ‘de facto’ free labour migra-

tion to sectors where hitherto international labour migration within the framework of the provi-

sion of services was rather limited. The Commission estimated that the services covered by the

proposal account for approximately 50% of all economic activity in the EU.15 Hence, its impact

could be substantial. While there might be clearly perceived and expected advantages in terms

of the functioning of the internal market of the EU, the labour market implications are less

straightforward to envisage.

The proposed directive is basically a general legal framework. The impact for the labour market,

however, might differ across sectors and cases, depending on specific legislation in the areas of

labour market and social security, as well as on the interpretation of the Bolkestein proposal. In

an effort to clarify the proposal, the European Commission recently issued a memorandum stat-

ing among other things that the proposal leaves unchanged the rule that a foreign service com-

pany from the EU needs to apply the labour conditions of the country where the service is

delivered for its posted workers, EC (2004 b). In other words, EU Directive 96/71/EC on posted

workers would still apply. Under the Bolkestein proposal, member states would still be entitled

to control working conditions, either on the spot (e.g. construction) or by requesting information

from the company which has posted workers. With respect to social security, the memorandum

specifies that ‘A member state is only responsible for the cost of medical care obtained by a pa-

tient in another member state to the extent that it would anyway meet the cost if the same

treatment was delivered at home’.

Without going into further detail, however important these details might be, it is clear that the

Bolkestein Directive will have potentially significant effects on the Flemish labour market that

are broader than what the current labour restrictions with respect to the NMS might be able to

control.16

This brief summary of legal issues shows that the free market of services is at odds with the poli-

cies instituted by member states to control the inflow of labour from the NMS. With some effort,

companies are able to circumvent the restrictions on labour mobility of workers.
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3 Current migration

In this section we describe the motives for labour migration, both from the employer’s point of

view (the demand side) and from the perspective of the employee (the supply side). Next, we

give some indications of the current level of labour migration from the new and candidate mem-

ber states towards Flanders.

3.1 ■ ■ The demand for foreign workers

Some job vacancies are harder to fill than others. These jobs are called ‘bottleneck jobs’. The Pub-

lic Employment Service of Flanders (VDAB) periodically draws up a list of these hard-to-fill va-

cancies jobs on the basis of the lead time of the vacancies, the filling rate of the vacancies, and the

opinions of the experts.

In 2003 218 bottleneck occupations were identified, which account for 33,015 jobs, or 43% of the

filled vacancies. Not all of these 33,015 jobs, however, represented a hard-to-fill vacancy. And,

conversely, sometimes it takes a lot of time to fill a vacancy, even though the job is not a bottle-

neck occupation.

The cause of the bottleneck may be a shortage of people with the necessary qualifications. But a

quantitative shortage or unpleasant labour circumstances may also cause a bottleneck. The fol-

lowing table lists the major causes of bottlenecks for different types of jobs in Flanders.

This list of bottleneck occupations is interesting from the perspective of potential migrants. Ap-

parently there is a need for workers with varying education levels. There is a demand for work-

ers with very specific abilities such as specialised technicians, welders, electricians, wood

workers and masons. In addition, the list contains jobs requiring a high level of education such

as engineers, nurses, bookkeepers and IT specialists. Thirdly there is a clear demand for low

skilled jobs such as chauffeurs, workmen, kitchen, catering and cleaning personnel.

This list of available jobs should not give the impression that Belgium and Flanders is the prom-

ised land for migrant workers looking for a new life. Overall unemployment stands at 8-9% in

Flanders and 12-13% in Belgium. The Belgian unemployment rate is among the highest in the

EU. Hence, the Belgian and Flemish labour market is looking for workers in selected occupa-

tions, but not for just any worker in any job.
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Table 1

Cause of the bottleneck for different types of jobs in Flanders (2003)

# jobs Quantitative Qualitative Labour circumstances

Engineers 759 1 2

Nurses 1,371 1

Draftsmen 198 2 1

Technicians 2,550 1 2

Bookkeepers 580 2 1

IT specialists 809 1

Administrative clerks 1,103 2 1

Representatives 1,604 3 2 1

Chauffeurs 2,587 1 2

Mechanics 1,037 2 1

Plumbers 565 2 1

Welders 678 2 1

Electricians 765 2 1

Wood workers 942 1 2

Masons 1,400 1

Road workers 487 1 2

Bakers 305 1 2

Butchers 680 1 2

Warehouse workmen 2,035 1

Kitchen personnel 1,115 2 1

Catering personnel 1,127 2 1

Cleaning personnel 1,502 2 1

Hairdressers 401 1 2

1 = main reason, 2 = second most important reason

Source: VDAB (Public Employment Service of Flanders)

3.2 ■ ■ The supply side of labour migration

In the literature on migration, wage differentials are seen as a powerful force pushing people to

look for jobs elsewhere. In this paragraph, we provide some indicative data on labour costs and

minimum wage differentials in the EU-15 countries, the NMS and the Candidate Countries.

As seen in Table 2, Belgian labour costs are 6 to 10 times as high as in the 10 NMS. Note that even

among the EU-15 pronounced labour cost differentials are observed. Evidently, part of the varia-

tion in labour costs is offset by productivity differentials. Even so, research by Plasschaert et al.
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(2004) suggests that, when diverging productivity levels are taken into account, substantial dif-

ferences in unit labour cost17 remain. Within specific sectors or industries, the variation in unit la-

bour cost is often smaller. It is to be expected that in the years to come, the salaries in the NMS

will catch up due to gains in productivity. This catching-up is already taking place in several

NMS.

Table 2

Labour costs (2000)

Country Total labour costs
(€/hour)

% of which
is wages

Country Total labour costs
(€/hour)

% of which
is wages

Luxemburg 24,23 84,2% Estonia 3,03 73,0%

Netherlands 22,99 78,0% Latvia 2,42 77,1%

Belgium 26,20 57,5% Lithuania 2,71 72,1%

France 24,39 68,1% Poland 4,48 76,2%

UK 23,85 81,5% Hungary 3,83 67,1%

Ireland 17,34 85,0% Czech Republic 3,90 72,0%

Greece 10,40 74,1% Slovakia 3,06 72,4%

Spain 14,22 74,5% Slovenia 8,98 81,4%

Portugal 8,13 79,8% Malta

Austria 23,60 72,1% Cyprus 10,74 84,7%

Sweden 28,56 66,5%

Finland 22,13 77,8% Romania 1,51 66,9%

Denmark 27,10 87,7% Bulgaria 1,35 71,6%

Germany 26,54 75,4% Turkey

Italy 18,99

EU (15) 22,19 75,7% NMS and CC 3,47

Note: CC: Candidate Countries, NMS New Member States

Source: Eurostat (Statistics in Focus, 18/2003) and European Industrial Relations Observatory on-line

Table 3 provides information on minimum wages. In nine of the EU-15 member states there ex-

ists a national minimum wage, as well as in most of the NMS and the candidate member states.

In Slovenia en Malta, the level of the minimum wage approximates the minimum wages in

Portugal and Spain.

These findings have important implications for the issue of migration. For a potential migrant,

the income differences between the NMS and the wealthier EU-15 member states are sufficiently

high to consider labour mobility, even if in the destination country only the minimum wage is
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paid. However, some restraining factors (family, judicial framework) must also be taken into

account.

Table 3

Minimum wages (January 2003)

Country €/month In PPP Country €/month In PPP

Luxemburg 1.369 1.338 Estonia 138 264

Netherlands 1.249 1.225 Latvia 116 239

Belgium 1.163 1.162 Lithuania 125 252

France 1.154 1.150 Poland 201 351

UK 1.105 983 Hungary 212 384

Ireland 1.073 910 Czech Republic 199 389

Greece 605 725 Slovakia 118 265

Spain 526 617 Slovenia 451 668

Portugal 416 543 Malta 535 752

Austria - - Cyprus - -

Sweden - -

Finland - - Romania 73 194

Denmark - - Bulgaria 56 139

Germany - - Turkey 189 378

Italy - -

Source: Eurostat (Statistics in Focus, 10/2003)

The salary gap between East and West is a major determinant of labour migration, both for indi-

vidual workers and for companies. With the differences in wage levels exceeding the unit labour

cost differentials, the incentive for employees to migrate is higher than the impulse for compa-

nies to set up a new production unit in Central or Eastern Europe. On the other hand, mobility

costs for companies are likely to be much lower than for individual workers. Economic growth

in the NMS is expected to reduce this salary gap, which will slow down the delocalisation of

companies and labour migration flows.

3.3 ■ ■ Labour migration to Flanders

This section of the paper provides some broad indication of the numbers of workers from the

NMS and the Candidate Countries that recently came to Belgium and Flanders to work.
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3.3.1 Salaried employees

We start with the workers who were granted a type B permit18 to work in Flanders. In 2003 5,402

labour permits were granted, 2,679 of which to people for whom it was the first application.

These first applications most closely approximate the definition of labour migration. The other

type of work permits (renewals of type B work permits, and the consent of A and C permits) re-

fer to people who were already in Belgium.

Table 4

Number of work permits of type B allowed in Flanders in 2003

2003 B permits B permits (excl. renewals)

Total 5,402 2,679

Number which went to citizens of the 10 new member states 1,217 849

As a % of total 22.5% 31.7%

Number which went to citizens of the 3 candidate member states 488 219

As a % of total 9.0% 8.2%

Source: Ministry of the Flemish Community, Migration Cell

In the year 2003, 849 type B permits (first request) were granted to people from the NMS, mainly

to citizens of Poland, Slovenia, the Czech Republic and Slovakia. 219 citizens from the Candidate

Countries (Romania, Bulgaria and Turkey) received their first B permit.

The employment of foreign employees is concentrated in a few sectors of activity, specifically

agriculture, construction, the metal industry, catering, temporary work agencies and industrial

cleaning. These are sectors where wages are relatively low and working conditions are often less

favourable. There are also some differences between the different nationality groups. Women

from the Candidate Countries (Romania, Bulgaria and Turkey) often work in agriculture and

horticulture, while men from these countries usually are active in the construction sector.

3.3.2 Self-employed workers

An alternative to the work permit is to practice a trade or occupation as an independent or self-

employed worker. Foreign self-employed workers must have a Belgian professional card, which

is somewhat easier to get than a work permit. Nationals from the NMS are exempt from this

condition.
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In 2002, 31,020 individuals started their main activity as a self-employed worker in Belgium. Of

these, 414 were nationals from the NMS, more than 350 of which were from Poland. Quite a

number originated from Hungary, the Czech Republic and Slovakia, yet virtually no one came

from the other NMS. It is interesting to note that the numbers of self-employed from the three

Candidate Countries surpasses the numbers from the NMS. In 2002, 472 nationals from the Can-

didate Countries became a self-employed workers. Of these, 239 had the Turkish nationality, 127

the Romanian and 106 the Bulgarian.

4 The Belgian employer’s survey: a peek into the future

While data on recent labour migrations from the NMS are helpful for providing insight into the

magnitude and determinants of the flows, they still leave room for speculation on answering the

question: ‘What will happen when there are no more restrictions on the free movement of la-

bour?’ Especially, since it is a one-time event that is only partially comparable with the EU en-

largement of Spain, Portugal and Greece, a substantial element of uncertainty remains. In other

words, suppose that Belgium lifts the current labour restrictions for the NMS: will that lead to a

surge of labour immigration from these countries?

Given the real income differences between the NMS and the EU-15 countries, there is an incen-

tive for labour migration. Despite the effects of preferring one’s own culture, family ties, and var-

ious relocating costs, let us assume on the safe side that there will always be an ample supply of

labour from the NMS. Subsequently the key issue is: how will the Belgian and Flemish employ-

ers react after the liberalization of the free movement of labour from the NMS?

We did a short survey among Belgian companies that are a member of the Federation of Enter-

prises in Belgian (VBO-FEB), inquiring about the current situation and expectations for the fu-

ture concerning hiring Eastern European employees from the NMS and Candidate Countries.

The survey was done at a moment when EU enlargement was a hot topic in the media; March –

June 2004. It covered both industry and service sectors. Agriculture was not included.

80 firms responded to our inquiry, 78% of which were SME’s. Their median annual sales were

about 25 million Euros. More than 70% of the responding enterprises came from the region of

Flanders, about 20% were located in Wallonia and approximately 10% in the Brussels region.

This is consistent with the regional distribution of the total population of enterprises in Belgium.
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In terms of sectoral distribution, 79% of the responding firms were active in industries, 7.5% in

construction and 12.5% in trade, transport and services.19

26% of the responding firms indicated that they employed people from the Eastern European

NMS and Candidate Countries. For all firms but one, the share of employees from the NMS and

Candidate Countries in the total labour force was smaller than or equal to 5%. Virtually half of

these answered that the share was even lower than 1% of the labour force. This is consistent with

the evidence on type B labour permits and suggests that the magnitudes involved are indeed

rather limited.

The prevailing reason given by the employers for hiring employees from the NMS was: “I do not

find the right people here.” The respondents did not agree that reducing costs was an important

decision factor. For other reasons, such as having or planning business activities in the NMS, and

personal contacts, the answers were less conclusive. The majority of the respondents indicated

that they hired employees from the NMS for professions and positions which can be classified as

(specialised) production/technical profiles. About 24% of the firms indicated that they hired em-

ployees from the NMS for sales and marketing functions. 10% of the respondents answered that

they hired NMS employees for R&D activities.

Inquiring about the major hurdles in the process of employing people from the Eastern Euro-

pean NMS and Candidate Countries, the prevailing answer was ‘communication’, followed by

‘the selection of good employees’. Concerning legal issues, the evidence pointed in two direc-

tions. Half of the firms indicated that knowledge of legal issues was not a major hindrance. On

the other hand, nearly 40% stated that this was indeed a major difficulty.20

We also asked the following question: “Would you like to hire employees from the candidate

countries [nowadays: NMS and Candidate Countries] in Belgium after accession and in the event of

a complete liberalisation of labour migration?” 57% of the respondents answered affirmative on

this question. Half of the firms that did not employ people from the NMS and Candidate Coun-

tries before the 1st of May 2004 were interested in doing so afterwards, under free labour

migration conditions.

At first glance, this outcome suggests a doubling of the number of firms that will hire people

from the NMS and Candidate Countries under conditions of free labour migration. Yet for a
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proper interpretation we need to qualify the answers carefully. First of all, the answers to this

question reflect more of an intention than of a firm commitment. Secondly, as already men-

tioned, the survey indicated that employers faced challenging obstacles in the process of hiring

NMS employees that have little to do with the legal procedures, such as communication and ef-

fective selection. This suggests that matching demand with the appropriate profile on the supply

side will not be a straightforward exercise, even under conditions of free labour migration.

Interestingly enough, the results also showed that having hired Eastern European employees be-

fore the 2004 accession did not necessarily imply that this strategy would be continued after ac-

cession. Virtually one-quarter of the firms that employed workers from the NMS and Candidate

Countries indicated that they would not hire employees from these countries after accession, un-

der conditions of free labour migration. This suggests that distinctive company-specific (and

time-specific) factors play an important role in the decision process, and that these factors are

difficult to generalise at the macro-level.

5 Conclusions

In this paper we have focussed on the impact of the EU enlargement on migratory flows to-

wards the Belgian and Flemish labour markets. We discussed a mix of legal and economic fac-

tors that determine the labour market response to EU enlargement.

The key issue for the Flemish labour market is whether migration from the NMS and the candi-

date countries can play a role in attenuating labour shortages in those occupations where labour

shortages are observed. The list of bottlenecks includes both skilled and lower skilled jobs.

The appropriate demand conditions are in place that would promote labour flows from the new

to the former member states. In Flanders, there is already a demand for this type of labour in a

broad range of occupations. Furthermore, when surveyed, employers indicated an increased in-

terest in hiring workers from the NMS under free labour mobility conditions in the future. With

slowly improving growth prospects for the Flemish economy, labour shortages in a widening

number of jobs are likely to emerge.

From a supply perspective, enough incentives are in place for potential migrants to move. Wage

differentials between the richer and lower income countries in the enlarged EU remain substan-

tial in spite of the fact that the wage gap is closing over time. Workers that meet the profile of the
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bottleneck occupations can substantially increase their income by moving to Belgium and

Flanders.

Nevertheless, the statistics on work permits and our survey of companies indicate that the num-

ber of legally employed workers from the new and candidate member states remain small. There

are many possible reasons why this may be the case. In our paper, we focus on the current legal

framework as one important determining factor for labour mobility.

For highly educated employees and for business leaders, the system is already quite flexible.

Therefore we do not expect significant changes in terms of labour mobility, even though en-

hanced economic integration will gradually increase the number of managers, researchers and

other skilled professionals working on a temporary basis in the Belgian and Flemish labour

market.

Major changes may occur in the lower-skilled segment of the labour market. The paradox of the

Flemish labour market is that despite the relatively high share of low-skilled unemployed, it re-

mains fairly difficult to fill vacancies that are focussed on this labour segment. Various reasons

might be produced to explain this, such as the high degree of specialisation and corresponding

menu costs, and the relatively generous unemployment benefits and social security system com-

pared to other EU countries. Nevertheless, the problem appears to be structural, and part of the

solution might be found in the free movement of workers across borders.

The current system of work permits seriously discourages the intake of lower skilled workers

from the Central and Eastern European countries. When the transition period for the free move-

ment of workers expires in at most seven years, a growing number of lower skilled workers may

be tempted to work shorter or longer spells in Belgium and Flanders.

One wonders whether we will have to wait until the end of the transition period. We have

pointed out in this paper that the internal market for services represents another channel

through which domestic jobs can be substituted for foreign jobs. Insofar as the jurisdictional and

institutional form in which the labour service is delivered does not matter, the job can be done by

a foreign EU self-employed person or a foreign EU business, rather than by someone with a Bel-

gian labour contract and corresponding conditions. It is indeed the fear of many that domestic

jobs with a Belgian labour contract and good social security provisions and equivalent obliga-

tions will be substituted for foreign workers who are registered domestically as self-employed or

foreign companies that provide these services at lower costs. This mechanism would bring
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workers and companies from the NMS into immediate and direct competition with domestic

jobs and domestic companies.

Experience with previous EU enlargements shows that the growth and job prospects in the new

member states will ultimately determine whether the potential for labour migration effectively

materializes in a stream of workers. This was not the case in past enlargements because the NMS

performed well and created new jobs at home. Econometric modelling by Brücker et al. (2003),

among others, predicts rather modest labour movements from the new to the old member states.

Of course, the proof of the pudding will be in the eating.

In our view the main challenge in the years to come will be to safeguard the hard-fought social

and labour conditions of our region and country with the advantages of a unified EU labour and

internal market. Restrictions on the movements of labour are temporary and are already being

eroded by the creation of an integrated market of services. Hence it looks like a futile battle to

keep workers out by imposing legal barriers. Instead, the debate should focus on creating the vi-

able conditions for sustainable employment in the Flemish labour market.
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ECONOMIC GROWTH AND EMPLOYMENT:
SIAMESE TWINS

Ann Gevers, Anneleen Peeters

Introduction

The key goal of this paper is to take a closer look at the relationship between business cycles and

the performance of the labour market. Everyone agrees that these phenomena are related, but

the question as to how they are related often remains unanswered. In this paper we will try to

shed some light on several smaller questions. Before presenting our questions, however, it is im-

portant that the concepts used in this paper are clear. Business cycle (fluctuations) are defined as

changes that occur in the real gross domestic product because of alternating periods of expan-

sion and contraction in economic activity. The performance of the labour market on the other

hand is, in the context of this paper, measured by employment and unemployment rate.

In the first place we will explain why it is so important to know more about the relationship between

economic cycles and the labour market. The impact of business cycles on employment is high on the

agenda of the policy makers.

Secondly, we will focus on the key variable in the relationship between business cycle fluctua-

tions and labour market performance. This variable or transmission mechanism is in fact the sen-

sitivity of the labour market to business fluctuations. Once we have defined this variable we will

investigate whether the Flemish labour market is more or less sensitive to business cycle fluctuations than

other countries or regions.

Since the sensitivity of the labour market to business cycle fluctuations is the core variable we

use to explain the relationship between business cycles and labour market performance, we are

interested in knowing what influences this sensitivity. By means of regression analyses it has been

possible to detect the factors that increase and decrease the sensitivity of the labour market to

business fluctuations. Active labour market policies are one of the explanatory variables. We will

also deal with the point of the desirability of a sensitive labour market.
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